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Research shows that opening a large gaming venue has economic
impacts. This paper evaluates these impacts from the perspectives of
the government, industry and the community. Though the effects are
interrelated, the direct impact for each of these stakeholders is unique.
For the government, direct taxation, tourism and investment are
discussed, with a focus on the immediate effect on infrastructure. For
industry, revenue generation, the multiplier effect, leakage,
cannibalization and the trend of strategic cross-industry alliance are
examined. For the community, average household disposable income,
employment rate, direct competition, land speculation and the
impact on standard of living are analysed.
Keywords: economic impact; gaming industry; community; Australia
The real expenditure on gambling in Australia in 2006 was AU$17.6 billion
(US$15.49 billion) (Australasian Gaming Council, 2008) and expanding the
gaming industry can stimulate the tax base, directly increasing tax revenue
(Moufakkir and Holecek, 2003). A large number of jobs result from gambling
and related operations (Australian Bureau of Statistics, 2006), with each new
casino adding to this number by providing jobs for the local community.
Table 1 presents the employment in the gambling and related industries in
Australia in 2005.
Creating jobs that provide good wages is one of the biggest benefits a casino
brings to a neighbourhood (Gazel, 1998; Gu, 2006; Dufrene and Swartz, 2007).
This study investigates the economic impact of opening a gaming venue in
Australia by examining the impacts from the perspectives of government,
industry and the local community.
Government revenue generation
 The push for gaming development, especially on a large scale, is usually driven
by government and industry, with the government making the final decision
(Garrett, 2003). Local and state governments have to plan for managed,
sustainable economic growth. Hence, the economic impacts, tax revenue
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Table 1. Employment in gambling and related industries in Australia, 2005.
People Total employment (%)
Pubs, taverns and bars 72,356 0.8
Clubs (hospitality) 44,079 0.5
Total pubs, taverns, bars and clubs 116,435 1.3
Horse and dog racing administration and track operation 2,277 0.0
Other horse and dog racing activities 6,131 0.1
Total racing 8,408 0.1
Casino operation 12,444 0.1
Lottery operation 895 0.0
Other gambling activities 7,703 0.1
Total employment 9,104,187 100.0
Source: Australian Bureau of Statistics (2006).
Table 2. Taxation revenues from gambling in Australia, 2005–2006.
Aggregated gambling Per capita Gambling tax as a
taxation revenue by gambling taxation proportion of
state/territory revenue by state/ total tax revenue
(AU$ million) territory (AU$) (%)
New South Wales 1,522 292 9.6
Victoria 1,460 375 13.4
Queensland 835 275 11.5
South Australia 408 339 13.4
Western Australia 283 184 2.8
Tasmania 75 203 11.2
Australian Capital Territory 55 218 6.0
Northern Territory 55 380 15.1
Source: Australian Gaming Council (2008).
generation, tourism growth potential, growth in trade, and investment and
infrastructure issues have to be evaluated before integrating a large gaming
establishment into a community. One economic benefit of gaming venues is
increased tax revenue, a fact well recognized by governments (Walker and
Jackson, 2007). Gambling often presents the easiest way to extract marginal
tax increases from taxpayers, with multiple communities benefiting from the
increased tax generated. Bryant (2007) reports that in Australia, 12% of total
taxation revenue comes from gaming, while the gambling industry accounts for
1.1% of Australia’s gross domestic product (GDP). Table 2 illustrates the
significant contribution of gaming taxes to Federal Government revenue
(Australian Gaming Council, 2008).
Eadington (2003) relates revenue generation to the social wealth of a society.
A developed nation that has good revenue-generating mechanisms creates a
healthy economy of wealth which, in turn, provides a platform for strong
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community welfare (Gu, 2006). In 2003, New South Wales clubs generated
AU$414 million (US$364 million) in state tax revenue from poker machines,
and casinos contributed another AU$540 million (US$475 million) in gross
gaming revenue (Hing, 2006). Australia has strict policies that a certain
percentage of these revenues must be returned to the community. Hence,
opening a gaming venue establishes an additional source of taxation and
provides funds for community services such as infrastructure, education, health
care and policing (Buultjens, 2006). However, considerable debate continues
about the appropriateness of raising taxation revenue through gaming activities
(Australian Bureau of Statistics, 2006). Arguments against gaming tax revenue
include a concern for morality and the regressive nature of gambling taxes.
Tourism growth
The presence of large gaming venues in an area attracts tourists to that region
(Walker and Jackson, 2007). Buultjens (2006) believes such places are perceived
as modern and sophisticated, and are also likely to attract domestic tourists from
surrounding regions. From the government’s perspective, growth of tourism
leads to increased spending; thus, building a large gaming venue means more
tourists and increased financial benefits to an area. Growing trade and
investment linked with tourism is yet another positive economic effect of
gaming (Lee and Back, 2003). Purchasing transactions for local businesses are
increased significantly, resulting in economic growth as the production
possibilities frontier (PPF) for that area is pushed outwards (Walker, 2007).
Local infrastructure – government and industry
The government’s expenditure on utilities, new construction and local
transportation among other areas intensifies with the opening of a casino in a
region, thereby developing the infrastructure and enhancing the economic value
of the locality (Gazel, 1998). However, Giacopassi et al (1999) point out that
the increased business and tourism in a region may pose a strain, even
detrimental impacts, on the local infrastructure. Large cities in Australia are
plagued with infrastructure problems relating to traffic congestion and water
shortages. Therefore, if not managed properly, the establishment of a gaming
venue can, in the long run, cause severe infrastructure crises and impact the
economic value of the area adversely. Another issue is the initial costs before
the gaming venture is operating. General infrastructure development prior to
the casino opening is commonly funded by the government; in effect, this
means that taxpayers are footing the bill for the infrastructure enhancements
that may or may not benefit them. It is difficult to measure if and how much
of the economic benefits of the gaming venue return to the taxpayers (Weaver,
2006).
Walker and Jackson (2008) suggest the possibility of ‘cannibalization’ in the
gaming industry, with major conflicting groups focusing on personal revenue
generation. If casinos and lotteries are complementary, then a state lottery will
benefit from the introduction of the strategic alliance with the new casinos. If
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Table 3. Direct negative economic impacts.
Type of impact Source Type of expenditure
Cannibalization Local gambler Share of casino wins owing to local gamblers’ losses
Expenditures on food and beverages in casino
Shopping in casino
Other expenditures in casino
Non-casino Share of casino wins owing to non-casino visitors’ losses
visitor Expenditures on food and beverages in casino
Shopping in casino
Other expenditures in casino
Additional Government Regulation and supervision of casino
public sector Additional police forcea
expenditures Additional fire protection
Infrastructure (new roads and maintenance, etc)
Other expenditures due to the presence of casino
Negative Higher crime Additional public expenditures, prosecution and court costs
externalities ratesb Additional corrections costs
Additional private costs of protection such as alarms, guards
Additional costs of crimes against persons and property
Gambling Additional costs owing to increasing problem gambling
addiction
Notes: aExcludes costs associated with higher crime rate; bexcludes costs associated with problem and
compulsive gambling.
horse racing and casinos cannibalize each other, a horse-racing state should not
introduce new ‘players’. Gu (2006) points out that because gaming establish-
ments are highly competitive, many casinos are forced to provide additional
attractions, such as food and beverage facilities, entertainment programmes and
souvenir shops (Gazel, 1998; Piner and Paradis, 2004). This causes a shift of
expenditure from local businesses and if the ratio of local to non-local gamblers
is high, this cannibalization effect can be significant (Table 3) (Gazel, 1998).
One solution for maintaining the balance of sustainability in the local area
is for the casino and the government to encourage strategic alliances in the local
community. Eadington (2003) suggests working with the local police on
potential crimes related to the introduction of the casino. This lightens in-house
security and provides the local police with some control over their crime rate.
Similarly, working closely with health care providers allows casinos to minimize
gambling addiction and other gambling-related problems. Gu (2006) uses the
example of Macao to show that working closely with tourism operators can help
achieve product differentiation and competitive advantage.
Multiplier effect
Swarbrooke (1998) emphasizes that the cost and benefits of tourism to a local
economy generate the ‘multiplier effect’, where every dollar spent by tourists
circulates around the local economy in a series of waves. Gazel (1998)
summarizes the potential income distribution of visitors to a casino (Table 4).
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Table 4. Direct positive economic impacts.
Source Type of expenditure
Casino Wages and salaries of local employees
Purchases of goods and services from local suppliers
Local advertisement
Utilities
Insurance from local providers or brokers
New construction
Maintenance
Local taxes
Share of profits staying within local economy
Other expenditures within local economy
Non-local visitors Lodging outside casino
Food and beverages outside casino
Shopping outside casino
Entertainment outside casino
Local transportation
Tour bus if provided by local companies
Other direct expenditures in the local economy
Casino and club operations involve many satellite industries, especially in
areas such as food and beverages, security, transportation and entertainment
(Govoni et al, 1998; Piner and Paradis, 2004; Shoemaker and Zemke, 2005;
Hing, 2006). The building of a new casino in Australia would boost these
secondary industries.
Employment
A casino’s operation is very labour-intensive, with this labour typically being
supplied by the local area (Garrett, 2003). As a result, the local unemployment
rate will decrease. Casino operations are also more economically stable compared
to other recreational or leisure businesses (Janes and Collison, 2004). However,
because management positions require skill and experience, they are usually
filled by outsiders, leaving the lower-paying jobs to local residents (Rephann
et al, 1997). Increased job opportunities are among the reasons governments and
communities give for supporting gaming developments. However, it is difficult
to calculate the resultant employment growth accurately (Rudd and Marshall,
2000).
Table 5 contrasts the number of businesses and employees of selected leisure
industries in Australia with gambling businesses in 2005 (Australasian Gaming
Council, 2008).
In 2005 the Australian gaming industry employed more than 270,000
people, 3% of overall employment (Table 1) (Australian Bureau of Statistics,
2006). When the Crown Casino in Melbourne first opened, approximately
3,500 people were employed; since then, an extra 2,500 have been taken on.
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Table 5. Business and employee numbers of gambling and selected leisure industries in
Australia, 2005.
Type of business Number of Number of
businesses employees
Casinos 13 19,130
Gambling businesses at hotels 3,455 64,905
Gambling businesses at clubs 2,416 60,200
Lotteries 4,736 7,104
Cafes and restaurants 13,097 144,746
Caterers and food service contractors 1,806 48,122
Takeaway food retailing 28,850 236, 032
Liquor retailing 857 9,012
Wine manufacturing 366 15,546
Beer and malt manufacturing 105 4,470
Spirit manufacturing 9 262
Tobacco product manufacturing 3 917
Tobacco product wholesaling 50 2,252
Motion picture exhibition 160 10,100
Video hire outlets 1,055 9,581
Radio services 229 7,095
Zoological and botanic gardens 124 3,570
Gardening services 5,184 19,278
Department stores 631 108,748
Newspapers, book and stationery retailing 9,700 54,309
Source: Adapted from Australasian Gaming Council (2008, pp 95–96).
Several thousand jobs were created during the construction process (Walker,
2007). Although job opportunities exist at gaming venues, there is concern
about the quality of this employment. Dufrene and Swartz (2007) raise concerns
about wages, benefits and permanency, and whether workers are full-time, part-
time or casual. The employment turnover rates for many casinos are high at
20–30% per year. However, the Australian Gaming Council (2008) claims that
60% of casino employees enjoy multiple benefits, ranging from free parking
and laundry to gym access and meal discounts. Another benefit is training,
allowing employees to remain up-to-date and creating the potential for
increased wages and promotion.
Property value, standard of living and crime
According to Rudd and Marshall (2000), during the predevelopment stage of
a casino, property values increase due to land speculation, and Rephann et al
(1997) have demonstrated that countries with casinos have a higher per capita
income growth than non-casino countries. Giacopassi et al (1999) find that 65%
of local residents believe that casinos have a positive effect on a community’s
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quality of life. Casino profits support services such as education, health, social
services and local charities (Janes and Collison, 2004). Studies have shown that
there is little or no relationship between bankruptcy and crime and gaming
activities (Rephann et al, 1997; Giacopassi et al, 1999). However, some evidence
suggests that increases in certain types of crime – assault, stealing and identity
theft – can be related to gambling (Moufakkir and Holecek, 2003). The
repercussions of increased crime are decreased tourism; the economic impact on
the wider community and the casino itself can be attributed partly to the effects
of problem gambling.
Problem gambling
Gambling is a common form of leisure; unfortunately, the leisure aspect can
be portrayed negatively if the dependency on gambling is too high. Although
from a social standpoint problem gambling is a negative issue, some economic
benefits still occur eventually. The government takes a percentage of casino
profits and returns it to the community, but the government is now spending
money on campaigning for responsible gambling; therefore, any overall
economic benefit is limited. Although some people may be financially equipped
to gamble on a regular basis, adolescent problem gambling is a growing concern
(Wheeler et al, 2006).
Conclusions
Both government and industry focus on regional economic growth when
considering building large gaming venues (Garrett, 2003), but there are other
economic effects that should be considered. Increasing tax revenue ultimately
will contribute to public sector spending, growth in tourist dollars, increase in
trade and investment and infrastructure development. In contrast, strain on the
infrastructure and funding requirements prior to revenue production being
generated are negative aspects.
From an industry standpoint, higher revenue generation, the multiplier effect
and potential for strategic alliance formation are some of the beneficial economic
impacts from a gaming venue. However, the gaming venture might generate
problems of industry cannibalization and financial leakage. Similarly, on a
community level, the creation of jobs, containing household disposable incomes
within the community and improving the standard of living are favourable
outcomes; while direct competition with local companies and land speculation
are negative. To tap into the positive effects while minimizing the negative
ones, proactive measures have to be adopted by the government through
legislation and policies, by industry in the form of adequate planning and
corporate responsibility, and by the local community through awareness.
Ultimately, opening a large gaming venue can be positive.
This study relied heavily on secondary data. Primary data from stakeholders
would add markedly to our knowledge in this field. A comparative study
involving other countries would produce interesting outcomes.
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